
Section 9-1.04, "Notice of Potential Claim," of the Standard Specifications is amended to read:

9-1.04  NOTICE OF POTENTIAL CLAIM
• It is the intention of this section that disputes between the parties arising under and by

virtue of the contract be brought to the attention of the Engineer at the earliest possible time in
order that the matters may be resolved, if possible, or other appropriate action promptly taken.

• Disputes will not be considered unless the Contractor has first complied with specified
notice or protest requirements, including Section 4-1.03, "Changes," Section 5-1.116, "Differing
Site Conditions," Section 8-1.06, "Time of Completion," Section 8-1.07, "Liquidated Damages,"
and Section 8-1.10, "Utility and Non-Highway Facilities."

• For disputes arising under and by virtue of the contract, including an act or failure to act
by the Engineer, the Contractor shall provide a signed written initial notice of potential claim to
the Engineer within 5 days from the date the dispute first arose.  The initial notice of potential
claim shall provide the nature and circumstances involved in the dispute which shall remain
consistent through the dispute.  The initial notice of potential claim shall be submitted on Form
CEM-6201A furnished by the Department and shall be certified with reference to the California
False Claims Act, Government Code Sections 12650-12655.  The Contractor shall assign an
exclusive identification number for each dispute, determined by chronological sequencing, based
on the date of the dispute.

• The exclusive identification number for each dispute shall be used on the following
corresponding documents:

A. Initial notice of potential claim.
B. Supplemental notice of potential claim.
C. Full and final documentation of potential claim.
D. Corresponding claim included in the Contractor's written statement of claims.

• The Contractor shall provide the Engineer the opportunity to examine the site of work
within 5 days from the date of the initial notice of potential claim.  The Contractor shall proceed
with the performance of contract work unless otherwise specified or directed by the Engineer.

• Throughout the disputed work, the Contractor shall maintain records that provide a clear
distinction between the incurred direct costs of disputed work and that of undisputed work.  The
Contractor shall allow the Engineer access to the Contractor's project records deemed necessary
by the Engineer to evaluate the potential claim within 20 days of the date of the Engineer's
written request.

• Within 15 days of submitting the initial notice of potential claim, the Contractor shall
provide a signed supplemental notice of potential claim to the Engineer that provides the
following information:

A. The complete nature and circumstances of the dispute which caused the potential claim.
B. The contract provisions that provide the basis of claim.
C. The estimated cost of the potential claim, including an itemized breakdown of individual

costs and how the estimate was determined.
D. A time impact analysis of the project schedule that illustrates the effect on the scheduled

completion date due to schedule changes or disruptions where a request for adjustment of
contract time is made.



• The information provided in items A and B above shall provide the Contractor's complete
reasoning for additional compensation or adjustments.

• The supplemental notice of potential claim shall be submitted on Form CEM-6201B
furnished by the Department and shall be certified with reference to the California False Claims
Act, Government Code Sections 12650-12655.  The Engineer will evaluate the information
presented in the supplemental notice of potential claim and provide a written response to the
Contractor within 20 days of its receipt.  If the estimated cost or effect on the scheduled
completion date changes, the Contractor shall update information in items C and D above as
soon as the change is recognized and submit this information to the Engineer.

• Within 30 days of the completion of work related to the potential claim, the Contractor
shall provide the full and final documentation of potential claim to the Engineer that provides the
following information:

A. A detailed factual narration of events fully describing the nature and circumstances that
caused the dispute, including, but not limited to, necessary dates, locations, and items of
work affected by the dispute.

B. The specific provisions of the contract that support the potential claim and a statement of
the reasons these provisions support and provide a basis for entitlement of the potential
claim.

C. When additional monetary compensation is requested, the exact amount requested
calculated in conformance with Section 9-1.03, "Force Account Payment," or Section
8-1.09, "Right of Way Delays," including an itemized breakdown of individual costs.
These costs shall be segregated into the following cost categories:

1. Labor – A listing of individuals, classifications, regular hours and overtime hours
worked, dates worked, and other pertinent information related to the requested
reimbursement of labor costs.

2. Materials – Invoices, purchase orders, location of materials either stored or
incorporated into the work, dates materials were transported to the project or
incorporated into the work, and other pertinent information related to the requested
reimbursement of material costs.

3. Equipment – Listing of detailed description (make, model, and serial number), hours
of use, dates of use and equipment rates.  Equipment rates shall be at the applicable
State rental rate as listed in the Department of Transportation publication entitled
"Labor Surcharge and Equipment Rental Rates," in effect when the affected work
related to the dispute was performed.

4. Other categories as specified by the Contractor or the Engineer.
 
D. When an adjustment of contract time is requested the following information shall be

provided:

1. The specific dates for which contract time is being requested.
2. The specific reasons for entitlement to a contract time adjustment.
3. The specific provisions of the contract that provide the basis for the requested

contract time adjustment.
4. A detailed time impact analysis of the project schedule.  The time impact analysis

shall show the effect of changes or disruptions on the scheduled completion date to
demonstrate entitlement to a contract time adjustment.



E. The identification and copies of the Contractor's documents and the substance of oral
communications that support the potential claim.

• The full and final documentation of the potential claim shall be submitted on Form
CEM-6201C furnished by the Department and shall be certified with reference to the California
False Claims Act, Government Code Sections 12650-12655.

• Pertinent information, references, arguments, and data to support the potential claim shall
be included in the full and final documentation of potential claim.  Information submitted
subsequent to the full and final documentation submittal will not be considered.  Information
required in the full and final documentation of potential claim, as listed in items A to E above,
that is not applicable to the dispute may be exempted as determined by the Engineer.  No full and
final documentation of potential claim will be considered that does not have the same nature and
circumstances, and basis of claim as those specified on the initial and supplemental notices of
potential claim.

• The Engineer will evaluate the information presented in the full and final documentation
of potential claim and provide a written response to the Contractor within 30 days of its receipt
unless otherwise specified.  The Engineer's receipt of the full and final documentation of
potential claim shall be evidenced by postal receipt or the Engineer's written receipt if delivered
by hand.  If the full and final documentation of potential claim is submitted by the Contractor
after acceptance of the work by the Director, the Engineer need not provide a written response.

• Provisions in this section shall not apply to those claims for overhead costs and
administrative disputes that occur after issuance of the proposed final estimate.  Administrative
disputes are disputes of administrative deductions or retentions, contract item quantities, contract
item adjustments, interest payments, protests of contract change orders as provided in Section
4-1.03A, "Procedure and Protest," and protests of the weekly statement of working days as
provided in Section 8-1.06, "Time of Completion."  Administrative disputes that occur prior to
issuance of the proposed final estimate shall follow applicable requirements of this section.
Information listed in the supplemental notice and full and final documentation of potential claim
that is not applicable to the administrative dispute may be exempted as determined by the
Engineer.

• Unless otherwise specified in the special provisions, the Contractor may pursue the
administrative claim process pursuant to Section 9-1.07B, "Final Payment and Claims," for any
potential claim found by the Engineer to be without merit.

• Failure of the Contractor to conform to specified dispute procedures shall constitute a
failure to pursue diligently and exhaust the administrative procedures in the contract, and is
deemed as the Contractor's waiver of the potential claim and a waiver of the right to a
corresponding claim for the disputed work in the administrative claim process in conformance
with Section 9-1.07B, "Final Payment of Claims," and shall operate as a bar to arbitration
pursuant to Section 10240.2 of the California Public Contract Code.

Section 9-1.07B, "Final Payment and Claims," of the Standard Specifications is amended to
read:

9-1.07B Final Payment and Claims
• After acceptance by the Director, the Engineer will make a proposed final estimate in

writing of the total amount payable to the Contractor, including an itemization of the total
amount, segregated by contract item quantities, extra work and other bases for payment, and
shall also show each deduction made or to be made for prior payments and amounts to be kept or
retained under the provisions of the contract.  Prior estimates and payments shall be subject to



correction in the proposed final estimate.  The Contractor shall submit written approval of the
proposed final estimate or a written statement of claims arising under or by virtue of the contract
so that the Engineer receives the written approval or statement of claims no later than close of
business of the thirtieth day after receiving the proposed final estimate.  If the thirtieth day falls
on a Saturday, Sunday or legal holiday, then receipt of the written approval or statement of
claims by the Engineer shall not be later than close of business of the next business day.  The
Contractor's receipt of the proposed final estimate shall be evidenced by postal receipt.  The
Engineer's receipt of the Contractor's written approval or statement of claims shall be evidenced
by postal receipt or the Engineer's written receipt if delivered by hand.

• On the Contractor's approval, or if the Contractor files no claim within the specified
period of 30 days, the Engineer will issue a final estimate in writing in conformance with the
proposed final estimate submitted to the Contractor, and within 30 days thereafter the State will
pay the entire sum so found to be due.  That final estimate and payment thereon shall be
conclusive and binding against both parties to the contract on all questions relating to the amount
of work done and the compensation payable therefor, except as otherwise provided in Sections
9-1.03C, "Records," and 9-1.09, "Clerical Errors."

• If the Contractor within the specified period of 30 days files claims, the Engineer will
issue a semifinal estimate in conformance with the proposed final estimate submitted to the
Contractor and within 30 days thereafter the State will pay the sum found to be due.  The
semifinal estimate and corresponding payment shall be conclusive and binding against both
parties to the contract on each question relating to the amount of work done and the
compensation payable therefor, except insofar as affected by the claims filed within the time and
in the manner required hereunder and except as otherwise provided in Sections 9-1.03C,
"Records," and 9-1.09, "Clerical Errors."

• Except for claims for overhead costs and administrative disputes that occur after issuance
of the proposed final estimate, the Contractor shall only provide the following two items of
information for each claim:

A. The exclusive identification number that corresponds to the supporting full and final
documentation of potential claim.

B. The final amount of requested additional compensation.

• If the final amount of requested additional compensation is different than the amount of
requested compensation included in the full and final documentation of potential claim, the
Contractor shall provide in the written statement of claims the reasons for the changed amount,
the specific provisions of the contract which support the changed amount, and a statement of the
reasons the provisions support and provide a basis for the changed amount.  If the Contractor's
claim fails to provide an exclusive identification number or if there is a disparity in the provided
exclusive identification number, the Engineer will notify the Contractor of the omission or
disparity.  The Contractor shall have 15 days after receiving notification from the Engineer to
correct the omission or disparity.  If after the 15 days has elapsed, there is still an omission or
disparity of the exclusive identification number assigned to the claim, the Engineer will assign
the number.  No claim will be considered that has any of the following deficiencies:

A. The claim does not have the same nature, circumstances, and basis as the corresponding
full and final documentation of potential claim.

B. The claim does not have a corresponding full and final documentation of potential claim.
C. The claim was not included in the written statement of claims.



D. The Contractor did not comply with applicable notice or protest requirements of Sections
4-1.03, "Changes," 5-1.116, "Differing Site Condition," 8-1.06, "Time of Completion,"
8-1.07, "Liquidated Damages," 8-1.10, "Utility and Non-Highway Facilities," and 9-1.04,
"Notice of Potential Claim."

• Administrative disputes that occur after issuance of the proposed final estimate shall be
included in the Contractor's written statement of claims in sufficient detail to enable the Engineer
to ascertain the basis and amounts of those claims.

• The Contractor shall keep full and complete records of the costs and additional time
incurred for work for which a claim for additional compensation is made.  The Engineer or
designated claim investigators or auditors shall have access to those records and any other
records as may be required by the Engineer to determine the facts or contentions involved in the
claims.  Failure to permit access to those records shall be sufficient cause for denying the claims.

• The written statement of claims submitted by the Contractor shall be accompanied by a
notarized certificate containing the following language:

Under the penalty of law for perjury or falsification and with specific
reference to the California False Claims Act, Government Code Section
12650 et. seq., the undersigned,

.
(name)

of
(title)

.
(company)

hereby certifies that the claim for the additional compensation and time, if
any, made herein for the work on this contract is a true statement of the
actual costs incurred and time sought, and is fully documented and supported
under the contract between parties.

Dated

/s/

Subscribed and sworn before me this day

of .

(Notary Public)
My Commission
Expires

• Failure to submit the notarized certificate will be sufficient cause for denying the claim.
• Claims for overhead type expenses or costs, in addition to being certified as stated above,

shall be supported and accompanied by an audit report of an independent Certified Public
Accountant.  Omission of a supporting audit report of an independent Certified Public
Accountant shall result in denial of the claim and shall operate as a bar to arbitration, as to the
claim, in conformance with the requirements in Section 10240.2 of the California Public
Contract Code.  Claims for overhead type expenses or costs shall be subject to audit by the State
at its discretion.  The costs of performing an audit examination and submitting the report shall be
borne by the Contractor.  The Certified Public Accountant's audit examination shall be
performed in conformance with the requirements of the American Institute of Certified Public
Accountants Attestation Standards.  The audit examination and report shall depict the



Contractor's project and company-wide financial records and shall specify the actual overall
average daily rates for both field and home office overhead for the entire duration of the project,
and whether the costs have been properly allocated.  The rates of field and home office overhead
shall exclude unallowable costs as determined in Title 48 of the Federal Acquisition Regulations,
Chapter 1, Part 31.  The audit examination and report shall determine if the rates of field and
home office overhead are:

A. Allowable in conformance with the requirements in Title 48 of the Federal Acquisition
Regulations, Chapter 1, Part 31.

B. Adequately supported by reliable documentation.
C. Related solely to the project under examination.

• Costs or expenses incurred by the State in reviewing or auditing claims that are not
supported by the Contractor's cost accounting or other records shall be deemed to be damages
incurred by the State within the meaning of the California False Claims Act.

• If the Contractor files a timely written statement of claims in response to the proposed
final estimate, the District that administers the contract will submit a claim position letter to the
Contractor by hand delivery or deposit in the U.S. mail within 135 days of acceptance of the
contract.  The claim position letter will delineate the District's position on the Contractor's
claims.  If the Contractor disagrees with the claim position letter, the Contractor shall submit a
written notification of its disagreement and a written request to meet with the board of review, to
be received by the District not later than 15 days after the Contractor's receipt of the claim
position letter.  The written notification of disagreement shall set forth the basis for the
Contractor's disagreement and be submitted to the office designated in the claim position letter.
The Contractor's failure to provide a timely written notification of disagreement or timely written
request to meet with the board of review shall constitute the Contractor's acceptance and
agreement with the determinations provided in the claim position letter and with final payment
pursuant to the claim position letter.

• If the Contractor files a timely notification of disagreement with the District claim
position letter and a timely request to meet with the board of review, then the board of review,
designated by the District Director to review claims that remain in dispute, will meet with the
Contractor within 45 days after receipt by the District of the notification of disagreement.

• If the District fails to submit a claim position letter to the Contractor within 135 days
after the acceptance of the contract and the Contractor has claims that remain in dispute, the
Contractor may request a meeting with the board of review designated by the District Director to
review claims that remain in dispute.  The Contractor's request for a meeting shall identify the
claims that remain in dispute.  If the Contractor files a request for a meeting, the board of review
will meet with the Contractor within 45 days after the District receives the request for the
meeting.

• Attendance by the Contractor at the board of review meeting shall be mandatory.  The
board of review will review those claims and make a written recommendation thereon to the
District Director.  The final determination of claims, made by the District Director, will be sent
to the Contractor by hand delivery or deposit in the U.S. mail.  The Engineer will then make and
issue the Engineer's final estimate in writing and within 30 days thereafter the State will pay the
entire sum, if any, found due thereon.  That final estimate shall be conclusive and binding against
both parties to the contract on all questions relating to the amount of work done and the
compensation payable therefor, except as otherwise provided in Sections 9-1.03C, "Records,"
and 9-1.09, "Clerical Errors."



• Failure of the Contractor to conform to the specified dispute procedures shall constitute a
failure to pursue diligently and exhaust the administrative procedures in the contract and shall
operate as a bar to arbitration in conformance with the requirements in Section 10240.2 of the
California Public Contract Code.
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